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TARIFF  TRUSTS. 


THE   LAST   RESORT   OF    PROTECTED   MANUFACTURERS. 


They  prevent  Lower  Prices.  They  impose  New  Burdens.  They  con- 
trol Congress  and  give  us  Socialistic  Legislation.  Growth  of  the 
Protective  Barnacle.  Home  Market  and  Other  Delusions  of  Pro- 
tection. Only  one  Ready  Relief  from  Trust  Burdens. 

By  HENRY    LOOMIS    NELSON. 

X_ 

The  protected  interests  have  always  gained  their  end  by  deceiv- 
ing the  consumers  upon  whom  tariff  taxes  weigh  most  heavily. 

First.  —  They  asked  for  protection  during  infancy  only. 

Second.  —  They  promised  to  the  farmer  a  home  market,  which 
has  never  been  established. 

Third.  —  They  promised  lower  prices;  but,  as  the  time  came 
when  prices  would  have  been  lower  through  the  increase  in  the 
number  of  competing  manufacturing  establishments,  protected 
from  foreign  competition  by  the  tariff,  they  forced  up  the  price  of 
these  goods  to  Americans,  killing  domestic  competition  by  the 
establishment  of  trusts.  The  motto  of  the  tariff-defended  trusts  is : 
4 'Economy  of  administration  for  us;  cheap  production  for  us;  low 
prices  for  the  foreigner;  high  prices  for  the  American;  and  high 
profits  for  us." 

Thirty  years  ago  there  was  a  general  movement  throughout  the 
West  in  favor  of  lower  duties.  V  Hardly  a  Republican  senator  or 
representative  dared  to  withstand  the  demands  of  the  agricultural 
regions  for  relief  from  the  burdens  of  tariff  taxation.  Among  the 
leaders  of  this  Republican  movement  for  revenue  reform  were  Gar- 
field,  Allison,  and  Senator  Morrill,  of  Vermont.  The  Democratic 
party,  or  a  majority  of  its  members,  were,  of  course,  for  freer  trade. 
The  movement  had  every  prospect  of  success. 

In  1871  the  House  passed  a  bill  greatly  reducing  rates  of  duty. 
The  protected  industries  became  alarmed  and  in  1872  secured  the 


repeal  of  the  tax  on  tea  and  coffee  in  order  to  reduce  the  revenues 
of  the  government.  Their  object  was  to  prevent  the  revenue  re- 
formers from  employing  the  growing  surplus  to  point  their  argu- 
ments against  protection.  Having  accomplished  this,  in  the  same 
session  they  substituted  for  the  House  bill  a  measure  reducing 
tariff  taxes  10  per  cent.  This  was  a  horizontal  cut,  precisely  like 
that  suggested  by  Mr.  Morrison  twelve  years  later.  It  was  "scien- 
tific "  when  made  by  protectionists  in  1872:  it  was  "unscientific  " 
when  proposed  by  revenue  reformers  in  1884.  This  10  per  cent, 
reduction  was  a  cheat.  The  old  rates  were  restored  in  1875. 

CONGRESS  THE  TOOL  OF  PROTECTED  INDUSTRIES. 

This  date  marks  the  period  at  which  the  control  of  tariff  legisla- 
tion passed  entirely  into  private  hands,  although  private  influence 
had  been  strong  since  1828.  The  movement  began  with  the  wool 
and  woolens  act  of  1867.  Since  1875  Congress  has  not  legislated 
on  the  tariff:  it  has  simply  affirmed  or.  ratified  the  decrees  of  the 
beneficiaries  of  the  tariff.  These  people  have  transformed  the 
government  into  a  socialism  in  which  they  are  not  merely  the 
favored  class:  they  constitute  the  only  class.  The  House  of  Rep- 
resentatives passed  the  Mills  Bill  of  1888 ;  but  the  Senate  was  then 
Republican  and  protectionist  and  the  protected  interests  turned  the 
bill  into  a  protection  measure.  The  popular  branch  of  Congress 
also  passed  the  Wilson  Bill  in  1894,  but  the  protected  interests 
transformed  it  in  the  Senate  through  the  aid  of  Democratic  Sen- 
ators. In  1890  and  in  1897  tne  protected  interests  framed  the 
laws  named  after  McKinley  and  Dingley,  the  managing  agents  on 
the  floor  of  the  House. 

HOME-MARKET   DELUSIONS. 

During  all  the  years  that  the  taxing  power  of  the  government  has 
been  turned  over  to  the  beneficiaries  of  the  tariff,  they  have  been 
promising  the  consumers  lower  prices.  First,  they  promised  to  be 
satisfied  with  a  protective  tariff  that  would  sustain  their  infancy ; 
but  they  have  demanded  riches  for  their  middle  age  and  now  some  of 
them  are  insisting  on  sustenance  in  the  form  of  direct  alms,  in  their 
decrepitude.  Then  they  have  promised  the  farmer  a  home  market, 
but  the  farmer's  crops  increased  at  a  greater  rate  than  the  popula- 
tion. As  the  years  went  on  he  had  a  larger  and  larger  surplus 
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which  he  was  forced  to  sell  in  London,  the  prices  of  all  his  crops 
being  fixed  in  the  open  markets  of  the  world.  Year  by  year  his 
taxes  increased,  and  there  never  has  been  a  moment  when  the  prom- 
ise of  a  home  market  for  all  our  crops  has  seemed  likely  to  be 
realized.  Then  the  protectionists  promised  lower  prices  as  a  result 
of  the  holding  up  of  domestic  industries.  That  promise  has  not 
been  kept. 

During  our  experiment  in  protection  there  have  been  times  of 
overproduction  when  prices  of  manufactured  goods  fell  to  bank- 
ruptcy rates.  Occasionally,  heretofore,  competition  has  brought 
down  prices  for  a  time.  But,  as  a  rule,  the  only  reduction  of  prices 
for  our  protected  manufactured  articles  has  been  to  the  foreign 
buyer.  Our  manufacturers  have  sought  foreign  markets  for  their 
surplus  products.  Unlike  the  farmers,  the  tariff  tax  on  whose 
breadstuff s  is  a  mere  pretence,  the  manufacturer's  price  at  home  is 
not  fixed  by  the  price  abroad.  His  price  here  is  regulated  by  him- 
self and  his  associates  intrenched  behind  the  tariff  wall  which  he 
has  constructed  through  his  Congressional  agency.  It  is  possible, 
however,  that  in  time  Nature  would  treat  the  manufacturer  as  she 
had  treated  the  farmer  and  the  price  of  his  surplus  would  govern. 
Nature  takes  time  for  her  tasks.  But  we  are  not  now  concerned 
with  that  subject.  If  the  price  of  any  protected  domestic  products 
has  fallen  in  this  country,  it  has  been  against  the  wish  and  despite 
the  efforts  of  the  protected  interests.  They  have  done  all  in  their 
power  to  prevent  the  realization  of  the  promise  of  lower  prices, 
especially  by  the  formation  of  trusts  and  by  the  continuation  of 
all  or  most  of  the  corporations  carrying  on  the  business  of  manu- 
facturing protected  articles.  X. 

In  the  series  of  letters,  of  which  this  is  one,  various  writers  have 
shown  how  the  trusts  have  taxed  their  fellow-countrymen.  Some 
trusts  or  combinations  do  not  profit  by  tariff  taxes;  but  others  do, 
and  from  the  burdens  imposed  by  these  there  is  a  ready  method  of 
relief.  It  is  only  necessary  to  put  an  end  to  the  existing  protec- 
tionist control  of  Congress.  Let  us  re-examine,  in  a  brief  and 
general  way,  some  of  the  facts  which  have  already  been  set  forth  in 
these  letters. 

THE   TIN-PLATE   TRUST. 

The  tin-plate  trust  is  one  in  whose  operations  nearly  every  one  is 
interested.  The  prices  of  the  plates  affect  the  prices  of  a  large 


number  of  necessary  domestic  articles, —  pans,  pails,  etc.,  of  the 
cans  in  which  articles  of  food  are  preserved,  of  roofing  tin,  and  a 
large  number  of  other  useful  and  essential  things.  Several  years 
ago  a  tariff  tax  was  imposed  upon  this  article  for  the  purpose  of 
"building  up  the  industry."  The  tax  was  heavy.  The  industry 
was  created.  It  is  now  controlled  by  a  trust.  Its  mill  property  — 
40  plants  —  can  be  duplicated  for  $6,000,000.  The  total  assets  of 
the  trust,  on  Mr.  Byron  W.  Holt's  calculation,  at  its  foundation 
aggregated  between  $10,000,000  and  $12,000,000.  The  trust  paid 
$36,000,000  in  common  and  preferred  stock  for  the  plants, —  at  least 
three  times  their  value.  The  "promoter  "  retained  $10,000,000  of 
the  common  stock  for  his  services.  The  capital  of  the  trust  is 
$50,000,000.  Its  outstanding  stock  is  worth  $26,000,000.  It 
controls  the  whole  business  of  manufacturing  tin  plates,  and  it  has 
closed  80  mills.  Its  profits  are  very  large.  It  has  increased  the 
New  York  price  of  a  box  of  American  tin-plate  of  100  pounds  from 
$2.80,  the  price  in  November,  1898,  when  the  trust  was  formed,  to 
$4.85,  the  price  in  September,  1899.  It  is  enabled  to  do  this  by 
the  tariff  tax  of  $1.50  per  box.  In  September,  1899,  English  tin- 
plate  would  have  been  landed  in  New  York  at  $3.65  per  box.  Add- 
ing the  duty,  the  price  would  be  $5. 15.  The  trust  put  its  price  30 
cents  below  this  (as  high  as  it  could  without  incurring  competition 
from  importations  of  the  lighter  weight)  ;  but  on  100  pound  tin- 
plates  the  consumer  paid  $1.20,  wholly  on  account  of  the  tariff. 

Mr.  Holt  estimates  the  cost  of  "creating"  this  industry  since 
1891  at  from  $80,000,000  to  $84,000,000  to  the  wholesalers  and 
at  about  $100,000,000  to  the  consumer.  The  trust,  besides  impos- 
ing so  great  a  burden  on  the  country  by  running  thousands  of  shops, 
has  oppressed  the  laborer  and  the  farmer.  By  reason  of  the  in- 
creased cost  of  cans,  canning  factories  have  been  forced  to  lower 
wages,  and  to  reduce  the  price  paid  to  farmers  for  fruits  and  vege- 
tables. Farmers,  laborers  and  consumers  are  the  victims  of  this 
tariff-protected  combination. 

THE    STEEL   AND   WIRE   TRUST. 

Let  us  examine  one  or  more  of  these  combinations  whose  opera- 
tions are  made  possible  by  the  tariff  tax  imposed  for  its  protection. 
Builders,  farmers,  mechanics,  and  all  who  have  occasion  to  use 
nails  or  wire  are  deeply  interested  in  the  American  Steel  and  Wire 


Company.  Its  manager,  Mr.  John  W.  Gates,  is  one  of  the  products 
of  the  time.  He  is  absolutely  unconscious  of  any  valid  objection 
to  the  extraction  by  the  government  of  millions  of  dollars  from  the 
pockets  of  the  people,  if  his  business  is  only  increased  thereby. 
Last  November  he  appeared  before  the  Industrial  Commission  as  a 
witness.  ^Mr.  John  DeWitt  Warner,  who  has  analyzed  this  con- 
cern with  his  usual  lucidity  and  thoroughness,  seems  to  be  aston- 
ished that  Mr.  Gates  did  not  blush  at  his  own  admissions.  Why 
should  Mr.  Gates  blush?  He  does  not  know  evil  when  he  sees  it. 
He  is  of  the  spawn  of  the  protective  systemv>("  He  is  ignorant  that 
he  is  making  a  confession  when  he  says  that  the  mendicant  of 
which  he  is  manager  obtained  its  alms  under  false  representations. 
He  forgets,  for  the  moment,  that  his  concern  pretends  to  exist  for 
the  benefit  of  the  country  and  that  its  protection  is  to  cheapen 
prices.  He  forgets  that  "the  tariff  has  nothing  to  do  with  or  for 
trusts";  and  he  admits  all  the  accusations  against  him  and  his  kind 
with  pleasurable  pride,  and  suggests  that,  if  the  tax-bearers  will 
only  permit  a  further  robbery  to  be  perpetrated  upon  them  in  the 
form  of  a  direct  bounty,  the  iron-masters  of  the  United  States  will 
do  go  per  cent,  of  the  iron  and  steel  trade  of  the  world.  And  per- 
haps the  American  people  will  be  glad  to  contribute  a  few  more 
millions  out  of. their  earnings  to  make  the  happy  iron-masters  hap- 
pier still. 

Mr.  Warner  is  my  authority  for  facts  and  figures  which  I  take 
from  his  letter  recently  published  in  this  series.  The  present 
"trust"  was  formed  in  1899.  It  succeeded  other  trusts.  Its  cap- 
ital is  $90,000,000  and  its  assets  less  than  $40,000,000.  It  will 
be  observed  that  these  tariff-defended  trusts  always  expect  to  make 
profit  enough  to  pay  a  fixed  per  cent.,  6  or  7,  on  preferred  stock, 
which  represents  generally  the  full  value  of  the  business  and  profit, 
and  a  dividend  on  as  much  more,  or  even  a  greater  amount,  of  com- 
mon stock.  This  trust  has  a  monopoly  of  wire  rods,  drawn  wire, 
barbed  wire,  wire  nails,  and  almost  controls  the  manufacture  of 
woven  wire  fencing,  of  which  it  manufactured  about  10,000  miles 
in  1898. 

Under  the  tariff  the  trust  has  raised  prices  enormously.  For 
example,  the  average  yearly  "base"  price  of  wire  nails  per  keg 
has  increased  since  1894  from  $1.11  to  $2.60,  the  present  price 
being  $3. 53;  and  the  price  of  barbed  wire  from  $1.80  in  1897  to 
$3.17  in  1899,  the  present  price  being  $4.13.  The  profits  of  the 
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trust  run  from  $8,000,000  to  $15,000,000  a  year,  the  increase  of 
price  being  nearly  all  profit.  It  has,  however,  by  its  increase  of 
prices,  greatly  reduced  the  consumption  of  wire  fencing;  and  in 
1896  the  consumption  of  cut  and  wire  nails  was  reduced,  by  a 
former  trust,  about  1,000,000  kegs.  While  the  trust  raises  the 
price  of  its  goods  to  the  American  farmer  and  mechanic,  it  sells  to 
the  foreigner  for  much  less.  In  1896,  for  example,  the  price  of 
nails  to  foreigners  was  $1.30,  and  to  Americans  $2.70.  In  1899 
the  retail  price  to  Americans  was  about  $4.50,  and  to  foreigners 
$2. 14  "base,"  or  about  $3. 10  retail  a  keg.  It  was  possible  to  buy 
at  export  price,  ship  the  goods  to  Europe,  bring  them  back  and 
even  then  undersell  the  trust's  domestic  prices.  In  1899  the  trust 
exported  51,000,000  pounds  of  wire  nails  to  its  former  foreign  cus- 
tomers, and  215,000,000  pounds  of  wire.  Canadians  fare  a  little 
better  than  our  own  people,  but  not  so  well  as  Europeans.  They 
are  too  near  our  tariff  system  for  that. 

TRUST  ROBBERY  DUE  TO  PROTECTION. 

These  are  examples  of  the  manner  in  which  the  protected  coun- 
tries keep  their  promise  to  reduce  prices,  once  they  are  "created" 
and  "established."  It  is  time  to  return  to  the  issue  that  has  been 
dropped  for  six  years,  for  the  protected  interests  are  solidifying  and 
strengthening  their  hold  on  the  industries  of  the  country.  The 
protective  system  is  for  private  gain.  It  is  a  socialism  whose  ben- 
eficiaries form  a  selected  class.  When  protection  is  no  longer 
profitable  it  will  be  abandoned,  but  not  before,  with  the  consent  of 
the  protected.  If  it  is  permitted  to  continue  to  be  the  economic 
policy  of  this  country,  its  beneficiaries  will,  in  the  future,  reap 
larger  profits  than  they  have  ever  gained  before.  They  will  do  this 
through  combinations  which  will  crush  out  all  competition.  The 
tariff  protects  them  from  foreign  competition.  The  combination 
will  protect  them  from  domestic  competition.  The  examples  here 
given  show  the  tyranny  of  the  tariff-defended  trust, —  the  greatest 
tyranny  that  the  protective  system  has  yet  set  up.  Its  profits  are 
enormous.  The  protected  trusts  produce  so  cheaply  because  of 
combination  that  they  can  sell  abroad  at  comparatively  low  but 
profitable  prices,  but  they  draw  the  blood  sacrifice  to  greed  from  the 
American  consumer. 

: 
NEW  ROCHELLE,  N.Y.,  Jan.  26,  1900. 


